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Statement of Fiduciary Net Assets 
Year Ended June 30, 2007 

-UNAUDITED- 
 
 

Assets    
Cash and Cash Equivalents  $    1,302,951,460  
      
Securities Lending Collateral 1,448,920,710  
      
Receivables    
 Employer Contributions  29,246,347  
 Member Contributions  38,053,905  
 Interest and Dividends  32,567,033  
 Due from PERF  2,098,572  
 Securities Sold  619,425,900  
      
  Total Receivables  721,391,757  
      
Investments at fair value:   
 Debt Securities  2,734,720,764  
 Equity Securities  5,027,179,513  
 Other   474,632,890  
      
  Total Investments  8,236,533,167  
      
Furniture and Equipment, at cost(net of $177,481 
of accumulated depreciation) 9,560  
      
Total Assets   11,709,806,654  
      
Liabilities    
      
Accounts Payable  5,566,770  
Accrued Wages Payable  128,037  
Compensated Absences  71,011  
Securities Lending Collateral 1,448,920,710  
Payables for Securities Purchased 1,267,315,577  
      
  Total Current Liabilities 2,722,002,105  
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Compensated Absences - Long-Term 60,491  
      
  Total Liabilities  2,722,062,596  
      
Net Assets Held in Trust for Pension Benefits  $    8,987,744,058  
      

- UNAUDITED - 
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Statement of Changes in Fiduciary Net Assets 
Year Ended June 30, 2007 

-UNAUDITED- 
 
 

Additions   
     
 Contributions   
  Member    $            126,194,680 
  Employer Contributions 723,039,657 
  Employer Contributions - Pension Stabilization 30,000,000 
     
  Total Contributions  879,234,337 
     
 Investments   
  Net Increase in Fair Value of Investments 952,100,481 
  Interest Income  200,435,363 
  Dividend Income  93,943,883 
  Securities Lending Income 77,859,483 
  Less Investment Expense 
       Investment Fees  (19,593,644)
       Securities Lending Fees (74,364,137)
     
  Net Investment Income  1,230,381,429 
     
 Other Additions  
  Transfer from Public Employees Retirement Fund 3,840,644 
     
 Total Additions  2,113,456,410 
     
Deductions   
     
 Annuity and Disability Benefits 897,676,227 
 Voluntary and Death Withdrawals 12,901,454 
 Administrative Expenses  6,044,784 
 Capital Projects  455,719 
 Depreciation Expense  21,052 
 Transfer from Public Employees Retirement Fund 36,947 
     
 Total Deductions  917,136,183 
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Change in Net Assets Held in Trust for Pension Benefits 1,196,320,227 
     
Net Assets - Beginning of Year 7,791,423,831 
     
Net Assets - Ending of Year   $         8,987,744,058 
     

- UNAUDITED - 
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Administrative Expenses 
Year Ended June 30, 2007 

-UNAUDITED- 
 
 

PERSONAL SERVICES:   
 TRUSTEES PER DIEMS   $                 5,628  
 STAFF SALARIES               2,077,430  
 SOCIAL SECURITY                  160,309  
 RETIREMENT                  226,645  
 INSURANCE                  369,901  
 TEMPORARY SERVICES                       2,890  
  Total Personal Services               2,842,803  
PROFESSIONAL & TECHNICAL SERVICES:   
 ACTUARIAL                  117,200  
 DATA PROCESSING               1,778,071  
 HEALTH INSURANCE CONSULTANT                    24,040  
 AUDIT                    27,076  
 BENCHMARKING                    37,500  
 LEGAL SERVICES                    46,173  
 MEDICAL EXAMINATIONS                          700  
 PENSION DEATH RECORD COMPARISON(PBI)                       8,915  
  TOTAL PROFESSIONAL & TECHNICAL SERVICES              2,039,675  
COMMUNICATION:   
 PRINTING                  349,851  
 TELEPHONE                    36,827  
 POSTAGE                  395,738  
 TRAVEL                    27,914  
  TOTAL COMMUNICATION                  810,330  
MISCELLANEOUS:   
 ADMINISTRATIVE LEGAL SERVICES                       9,976  
 MEMBERSHIP & TRAINING                    18,586  
 EQUIPMENT RENTAL                    23,969  
 SUPPLIES                    61,479  
 MAINTENANCE                    16,374  
 BONDING                       1,055  
 DEPRECIATION                    21,052  
 OFFICE RENT                  220,536  
  TOTAL MISCELLANEOUS                  373,028  
     
TOTAL ADMINISTRATIVE EXPENSES               6,065,836  
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Investment Expenses 
Year Ended June 30, 2007 

-UNAUDITED- 
 

 SCHEDULE OF INVESTMENT EXPENSES FISCAL YEAR ENDED JUNE 30, 2007 
 Custodial   
 The Northern Trust Company  $100,000.00 
  Total Custodial  $100,000.00 
     
 Investment Consultant  $458,596.93 
 Investment Benchmarking  $18,500.00 
 
 Management   
 Fixed Income Managers   
  Alliance Capital Mgmt. $1,004,735.09   
  Reams Asset Mgmt. $1,453,867.00   
  Taplin, Canida, Habacht $328,370.12   
 
 Equity Managers   
  Barclays    $133,336.14   
  Rhumbline    $152,749.80   
  PIMCO $1,452,631.01   
  State Street $2,204,419.63   
  Alliance Capital Management    $1,212,042.33   
  Fishers Investments $974,408.10   
  Earnest Partners, LLC $334,221.96   
  Institutional Capital Corp. $385,084.00   
  Barrow, Hanley $267,242.00   
  Enhanced Investment Technologies, Inc. $859,814.81   
  Holt-Smith & Yates Advisors $77,605.00   
  Gryphon International $1,083,864.56   
  Manning & Napier $318,093.51   
  Franklin $486,971.35   
  Aeltus $1,191,884.47   
  Wells $1,482,233.98   
  Bridgewater Associates $1,068,027.47   
  GMO $378,894.58   
  Brandywine Asset Management, Inc.  $798,845.02   
  Portfolio Advisors, Inc.  $620,000.00   
 
       Total Money Management Fees  $18,269,341.93 
 

 



Indiana State Teachers’ Retirement Fund 
2007 Fiscal Operations Report 

Page 13 of 80 

 TRF Investment Staff   
  Staff Salaries $268,512.88   
  Fringe Benefits $85,909.20   
     $354,422.08 
 Investment Travel  $13,420.80 
 Investment Management Software  $43,300.00 
 Investment Transaction Fees  $245,233.48 
 Administrative Investment Fees  $90,828.78 
 Total Investment Fees  $19,593,644.00 

-UNAUDITED- 
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Capital Projects 
Year Ended June 30, 2007 

-UNAUDITED- 
 

    
  FISCAL YEAR 2007 LIFE TO DATE TOTAL PROJECT
New Retirement Information System  $               421,478.54   $    13,041,296.91   $   13,462,775.45  
Imaging Backlog Project  $                 30,427.68   $                      -     $          30,427.68  
Location of Members with Inactive Accounts  $                   3,812.38   $                      -     $            3,812.38  
 TOTAL CAPITAL PROJECTS  $               455,718.60   $    13,041,296.91   $   13,497,015.51  
     
     
     
     
     
     
     
 -UNAUDITED- 
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INDIANA STATE TEACHERS' RETIREMENT FUND 

Actuarial Summary 
      
  June 30, 2006 June 30, 2005 CHANGE 
        
PRE- 96 FUND UNFUNDED ACCRUED LIABILITY $9,525,249,393 $8,457,422,909 $1,067,826,484
96 FUND UNFUNDED ACCRUED LIABILITY $153,633,774 $742,171,059 -$588,537,285
TOTAL ACTUARIAL LIABILITY $9,678,883,167 $9,199,593,968 $479,289,199
        
    
    
ACTUARIAL ANALYSIS OF CHANGE IN ACTUARIAL LIABILITY FROM PREVIOUS YEAR'S VALUATION:  
    
PRE - 96 FUND:    
During the year ended June 30, 2006, the Unfunded Actuarial Accrued Liability in the Pre-96 Plan Increased $1,067.8 million. 
The increase resulted from multiple factors, including ( but not limited to) the lack of pre-funding, the ad-hoc COLA effective 
January 1, 2007, the transfer of $715 million from the Pre-96 Fund to the 96 Fund, per HEA 1001, Section 235, and 
increase of the assumed future ad-hoc COLA from 0.5% to 1.0%, to be compounded annually, that were not offset by the  
current year's market gains. The dollar value of the total Actuarial Accrued Liabilities increased by $748,324,028, while the 
corresponding Funding Value of Assets decreased by $319,502,456.   
    
96 FUND:    
During the year ended June 30, 2006, the Unfunded Actuarial Accrued Liability in the 96 Plan decreased $588.5 million. 
The decrease resulted from transfer of $715 million from the Pre-96 Fund, per HEA 1001, Section 235.  This was partially  
offset by the increase of the assumed future ad-hoc COLA from .05% to 1.0%, to be compounded annually. 
The dollar value of the total Actuarial Accrued Liabilities increased by $352,354,660, while the corresponding Funding Value 
of Assets increased by $940,891,945.    
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Development of Assets and Liabilities 
June 30, 2006 
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Pre-1996 Fund Balance Sheet 
Summary Statement of Fund Resources and Liabilities 

June 30, 2006 
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1996 Fund Balance Sheet 
Summary Statement of Fund Resources and Obligations 

June 30, 2006 
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Investment Reports 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Some information in this section of the 2007 Annual report  is included courtesy of Callan Associates, Inc Investment 
Measurement Service and are excerpts of the – Indiana State Teachers’ Retirement Fund Quarterly Review. 
 
Callan Associates Inc. Disclaimer: 
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Annuity Savings Account Investment Options Rates of Return 
For the Fiscal Year Ending June 30 

 
 

   
  2007 2006 2005 2004 2003 
   

S&P500 Index Fund 20.59% 8.59% 6.35% 18.99% 0.31% 
Small Cap Equity Fund 20.02% 10.12% 10.07% 29.28% -1.33%
International Fund 30.69% 29.74% 14.06% 29.58% -7.15%
Bond Fund  7.35% 0.23% 7.16% 2.15% 13.85%
Guaranteed Fund 5.50% 6.00% 6.25% 6.75% 7.00%

   
*Results for S&P500 Index, Small Cap Equity and International are for 10/1/98 to 6/30/99. 

   
   

RATES OF RETURN FOR EMPLOYER INVESTMENTS 
For the Fiscal Year Ending June 30 

   
  2007 2006 2005 2004 2003 
   

Large Cap Equities 19.88% 8.72% 7.07% 19.07% 0.76%
Mid Cap Equities 13.50% 11.68% 16.61% 27.65% -5.10%
Small Cap Equities 20.57% 10.55% 11.55% 30.32% -0.76%
International Equities 30.73% 28.16% 14.28% 26.80% -8.23%
Fixed Income 7.35% 1.00% 6.84% 1.80% 12.17%
Real Estate 17.22% -0.26% 0.00% 0.00% 0.00%
Private Equity 24.09% 23.11% 22.37% 7.28% 9.35%
Absolute Return 8.83% 6.19% n/a n/a n/a 
COMPOSIT RETURN 18.17% 11.43% 8.64% 11.82% 6.17%

   
*Results for S&P500 Index, Small Cap Equity and International are for 10/1/98 to 6/30/99. 

   
   

EMPLOYER ASSET ALLOCATION 
   
  2007 2006 2005 2004 2003 
   

Large Cap Equities 31.0% 31.0% 42.8% 49.2% 30.8%
Mid Cap Equities 4.4% 4.8% 4.8% 4.6% 4.0%
Small Cap Equities 10.3% 9.8% 9.6% 7.5% 8.1%
International Equities 21.2% 20.3% 19.6% 18.6% 13.9%
Fixed Income 20.8% 23.2% 21.5% 19.3% 42.7%
Real Estate 4.4% 3.4% 0% 0.00% 0.00%
Private Equity 3.7% 2.8% 1.7% 0.9% 0.5%
Absolute Return 4.2% 4.7% n/a n/a n/a
TOTAL  100.0% 100.0% 100.0% 100.0% 100.0%
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Actual vs. Target Asset Allocation 

 
The above information included courtesy of Callan Associates, Inc Investment Measurement Service – Indiana State 
Teachers’ Retirement Fund Quarterly Review. 
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Investment Manager Asset Allocation 
 

 
The above information included courtesy of Callan Associates, Inc Investment Measurement Service – Indiana State 
Teachers’ Retirement Fund Quarterly Review. 
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The above information included courtesy of Callan Associates, Inc Investment Measurement Service – Indiana State 
Teachers’ Retirement Fund Quarterly Review. 
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Cumulative Performance Relative to Target 

 The above information included courtesy of Callan Associates, Inc Investment Measurement Service – Indiana State 
Teachers’ Retirement Fund Quarterly Review. 
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Total Fund Ranking 

 
The above information included courtesy of Callan Associates, Inc Investment Measurement Service – Indiana State 
Teachers’ Retirement Fund Quarterly Review.  
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Total Domestic Equity 

 
The above information included courtesy of Callan Associates, Inc Investment Measurement Service – Indiana State 
Teachers’ Retirement Fund Quarterly Review. 
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Total Fixed Income 

 
The above information included courtesy of Callan Associates, Inc Investment Measurement Service – Indiana State 
Teachers’ Retirement Fund Quarterly Review. 
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Investment Manager Returns 

 
The above information included courtesy of Callan Associates, Inc Investment Measurement Service – Indiana State 
Teachers’ Retirement Fund Quarterly Review. 
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The above information included courtesy of Callan Associates, Inc Investment Measurement Service – Indiana State 
Teachers’ Retirement Fund Quarterly Review.  
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The above information included courtesy of Callan Associates, Inc Investment Measurement Service – Indiana State 
Teachers’ Retirement Fund Quarterly Review.  
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Investment Benchmarks 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Information in this section of the 2007 Annual report is included courtesy of CEM Benchmarking, Inc., and 
are excerpts of the Defined Benefit Investment Cost Effectiveness Analysis Report (for the 5 years ending 
December 31, 2006). 
 

CEM Benchmarking Disclaimer:  
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Benchmarking Report 
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Custom Peer Group Comparisons for Cost Performance 
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Measuring and Comparing the Right Things 
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US Total Returns – Quartile Rankings 
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5-Year Policy Returns 
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5-Year Policy Return Differential 
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Implementation Value Added 
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Implementation Value Added (In Category by Asset Class) 
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Implementation Risk 

 



Indiana State Teachers’ Retirement Fund 
2007 Fiscal Operations Report 

Page 44 of 80 

Total Costs 
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Costs History 
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Costs – High or Low? - Benchmark Cost Analysis 
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Costs – Implementation Style 
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Costs – Style Impact 
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Costs – Impact of Differences in External Investment Management Costs 
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Costs – Net Impact of Differences in Oversight, Custodial & Other Costs 
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Costs – Summary 
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Cost Effectiveness – 5 Year 

 



Indiana State Teachers’ Retirement Fund 
2007 Fiscal Operations Report 

Page 53 of 80 

CEM Summary 
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Fund Members

32,912

5,303

39,849

73,350

Active Retirees Inactive Vested Inactive Non-Vested
 

Fund Members 
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Distributions for Fiscal Year 2006-2007 
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Retired Member Options 

 



Indiana State Teachers’ Retirement Fund 
2007 Fiscal Operations Report 

Page 58 of 80 

Incoming Call Analysis Report 
Fiscal Year Ending June 30, 2007 

 

 
 
 

Calls Received by Member Services Center 
 
 

50,638 

Night Calls on Voicemail 
 
 

6,170 

Average Speed of Answer (in seconds) 
 
 

28 

Incoming Calls Reaching Busy Tone 
 
 

0% 

Average Length of Conversation (in seconds) 
 
 

158 
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Pre- 1996 Fund  
Retired Members and Beneficiaries  

June 30, 2006 
Tabulated by Year of Retirement 
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1996 Fund  
Retired members and Beneficiaries  

June 30, 2006 
Tabulated by Year of Retirement 
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Service Benchmarks 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Information in this section of the 2007 Annual report is included courtesy of CEM Benchmarking, Inc., and 
are excerpts of the Defined Benefit Administration Benchmarking Analysis Report (Fiscal Year 2006)). 
 

CEM Benchmarking Disclaimer:  
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Custom Peer Group for Indiana State TRF 
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Total Adjusted Administration Costs for Indiana State TRF 
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Total Adjusted Administration Cost 
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Factors that Impact Cost 
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Transaction Volumes 
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Benchmark Cost Analysis 
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Service Level & Service Score 
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Examples of Key Service Measures Included in Service Score 
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Service Scores by Activity Peer Comparison 
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Service and Cost Trends 
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Plan Complexity  
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Relative Complexity Peer Comparison 
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Economies of Scale 
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Summary 
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Indiana Teachers’ Retirement Fund 

2007 Goals & Metrics 
 
Agency Mission: 
 
The mission of the Indiana State Teachers’ Retirement Fund is to prudently manage the 
Fund in accordance with fiduciary standards, provide quality benefits, and deliver a high 
level of service to its members, while demonstrating responsibility to the citizens of the 
State. 
 
GEFP Agency Metrics: 
 
1) Investment Performance: 
 
% Gross Return on Investments against Benchmarks 
 1 Year Actual Return/1 Year Target Return 
 Green Target>=100% 
 Yellow Target 92-100%      
 
 3 Year Actual Return/3 Year Target Return 
 Green Target>=100% 
 Yellow Target 92-100%     
 
2) Customer Service: 
 
Average # of Days to Process 1st 85% Check  
Green Target<25 
Yellow Target 25-30        
 
Percentage of Retirees Receiving Final Adjusted 
Check Within 60 Days of 1st 85% Check     
Green Target>=95% 
Yellow Target 90-95%       
 
Average # of Days to Provide Service Credit Purchase 
Cost Estimate 
Green Target 1 
Yellow Target 2-3        
 
3) Cost and Process Efficiencies: 
 
Percentage of Monthly Benefit Payments Made by 
Direct Deposit  
Green Target>=90% 
Yellow Target 86.5-90%       
 
Percentage of Employers Reporting Wage & Hour 
Contributions Via Website 
Green Target>=85% 
Yellow Target 81-85%       
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Other Goals & Metrics: 
 
1) Investment Performance: 
 
Complete restructuring of new asset allocations – Q4 
 
Visit and evaluate all money managers – Q4 
 
Gain Board approval for investment delegation authority to investment staff – Q1  
 
Gain Board approval for investment results’ review (content and timing) and Board 
education – Q1  
 
Review custodial contract for renewal – Q4 
 
2) Customer Service: 
 
Achieve a rating of 4 or 5 of 95% of survey questions for retirement counseling - Q1 and 
workshop evaluations - Q1  
 
Complete 90% of retirement estimates within 2 weeks of request – Q1 
 
Train all benefits division on customer service and how to do retirement counseling – Q1  
 
Contact all survivors/beneficiaries in open death cases that have pending cases due to 
action needed on their part – Q2 
 
Pilot Saturday morning appointments once/month and assess results – Q1  
 
Maintain call center statistics of <30 seconds avg. time to answer and <1% abandoned 
rate – Q1 
 
Complete new member packet – Q3 
 
Update member handbook – Q2  
 
3) Cost and Process Efficiencies: 
 
Upgrade web-based electronic wage and contribution reporting vehicle and its direct 
interface with SIRIS for accuracy in A/R balances, re-retirement calculations, and 
erroneous error messages – Q3 
 
Upgrade Access Indiana web-based employer functions to include electronic, interactive 
enrollment of new members and direct deposits of payments – Q4 
 
Establish quality assurance group in benefits to establish procedures for benefit 
calculations and assess accuracy with goal of no more than 10% needing adjustment – 
Q4 
 
Maintain current paperless system going forward with 24-hour scanning/indexing of all 
new records – Q1  
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Determine if another telephony system could better service TRF needs – Q1 
 
Upgrade SIRIS to automatically generate correspondence confirming demographic 
member account changes – Q1 
 
Document all business processes/workflows and corresponding controls to improve 
existing system and prepare for the next generation business application – Q2 
 
Recommend next generation business application for all agency business processes – 
Q4 
 
RFP for Medicare A&B supplement plans – Q2 

 


